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Och-Ziff’s funds seek to generate investment performance
with low volatility and low correlation to the equity markets.
'The stability of our returns is a function of our risk manage-
ment and investment processes, our limited use of leverage,
the depth of our expertise globally and our ability to develop
investment capabilities in areas where we see opportunities
evolve. These attributes have always been intrinsic to our
approach, and we believe they position us to continue to
generate consistent, positive, risk-adjusted returns for our
fund investors.




To Our Shareholders

Last year was a strong year for us. We were pleased with our investment
performance and the growth in our assets under management, both of which
demonstrate the value of our multi-strategy investment process. Our ability to
opportunistically invest across multiple strategies and geographies enabled us
to be\ nimble in adjusting our portfolio allocations in response to rapidly changing

-and often difficult market conditions during much of the year. As a result, we again
generated consistent, positive, risk-adjusted returns for our fund investors while
protecting capital during periods of market decline.

As always, we seek to generate performance with low volatility and a low
correlation to the equity markets. The stability of our returns over time is a function
of our underlying risk management and investment processes, our limited use of
leverage, the depth of our expertise and our ability to develop investment capabilities
in areas where we see opportunities evolve. Our global reach enables us to identify
what we believe are the best investment ideas and maintain broad diversification
across our funds. These attributes have been intrinsic to our approach since the
inception of our firm and we believe that they are important elements of our
competitive differentiation. They position us to continue to generate strong,
risk-adjusted returns and they also create additional capacity to grow our assets
under management.

We believe that the stability and transparency of our franchise are highly
valued by our fund investors. Qur willingness to provide them with information
to understand and evaluate the performance of our investment portfolio is extrerﬁely
important, as is our institutional orientation and focus on supporting our business
with strong operational, financial and compliance-related controls. These are
hallmarks of our business and key components to being considered a manager
of choice.

We think that the secular growth opportunity for alternative asset managers

is significant and that confidence among institutional investors in placing capital
with them is rising. We anticipate that as these investors update their asset allocation

models and increase the proportion of non-correlated strategies in their portfolios,
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the amount of capital they invest with alternative asset managers will grow. As a
result, we anticipate that capital inflows to hedge funds will accelerate, although
we believe that the criteria for manager selection will continue to evolve and become
more rigorous. In our conversations with institutional investors th roughout 2010,
we consistently heard that manager selection is a key consideration and thar they
are increasingly concentrating their capital allocations with those firms thar have
established track records and the necessary infrastructure and transparency. We
believe that we are well positioned to benefit from these trends and be a leading
benehiciary of the additional capical inflows o hedge funds.
2010 Business Results

Market conditions in 2010 were volatile and challenging for much of the year.
U.S. economic conditions remained weak with high unemployment, concerns
about a double dip recession and lack of consensus on the impact of accommodative
monetary policy all weighing on market sentiment early in the year. Potential
sovereign debt defaults and their impact on other developed economies, coupled
with regularory uncertainty, also contribured to weaker and often volatile market
conditions during the middle of the year. Markets stabilized during the third and
fourth quarters as central banks in Europe and the United States initiated a furcher
casing of monetary policy. Global equity markets were volatile but performed
strongly, with an increased belief chat the U.S. economic recovery was strengthening
and that global marker conditions were improving.

Our multi-strategy model was well suited to this environment, enabling
us to quickly adjust our exposures in response to rapidly changing market
conditions. Our ability to capitalize on opportunities in multiple asser classes and
geographies, rather than being dependent on a single strategy or geography, | elped
us build on our strong history of generating returns for our fund investors across
market cycles. We were active in all of our strategies throughout 2010, with the
most significant contributors o the performance of our funds being structured and
distressed credit and long/short equity special situations. For the full year through

December 31, 2010, the OZ Master Fund generated a net recurn of 8.5%, the



OZ Europe Master Fund a net return of 7.5%, the OZ Asia Master Fund a
net return of 9.9% and the OZ Global Special Investments Master Fund a net
return of 13.4%'.

Our assets under management totaled $27.9 billion as of December 31, 2010,
increasing $4.8 billion, or 21%, year-over-year. This increase was driven by capital
net inflows of $2.6 billion and performance-related appreciation of $2.2 billion.

In 2010 we received capital from a diverse mix of new and existing investors, which
we believe represented a significant share of the inflows to the hedge fund industry
last year. Institutional investors place high importance on performance track record,
infrastructure, transparency and demonstrated alignment of interests. We believe
that these aspects of our business have further distinguished our firm, particularly
in the last two years, and position us to continue to increase our market share of

new capital inflows.

Last year was a strong year for us. We were pleased with
our investment performance and the growth in our
assets under management, both of which demonstrate

the value of our multi-strategy investment process.

In 2010, Och-Ziff generated Economic Income of $566.8 million, 40%
higher than Economic Income of $403.7 million in 20092 The year-over-year
increase was primarily attributable to the Och-Ziff Funds segment (our only
reportable segment) and was driven principally by a 28% increase in incentive
income due to the absence of high-water marks for our funds in 2010. These results

are a testament to the skill of our partners and employees and their dedication to the

! Please see pages 64 to 66 of Och-ZifPs 2010 Form 10-K following this letter for important disclosures
on the historical returns of the Och-Ziff Funds. Past performance is not indicative of future results.

2 Please see “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Economic Income Analysis” on pages 78 to 82 and “~ Economic Income Reconciliations”
on pages 96 to 98 of Och-Ziff's 2010 Form 10-K following this letter for important disclosures on

Economic Income and the use of non-GAAP measures.
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long-term interests of our business. Although we operate on a global scale, we
have fostered a team-based culture that emphasizes the evaluation of investment
opportunities on a firm-wide basis, focusing on what we believe are the best ideas
and opportunities available.

This collaborative approach and one-firm philosophy emphasizes the success
of our firm as a whole and is a competitive advantage that drives our overall

performance.

The Year Ahead

As we look toward the year ahead, our objective remains simple: to continue
to create value for our fund investors by focusing on performance that is supported
by our world-class infrastructure and client service. We are optimistic about the
investment environment for our strategies in 2011 and believe that a broader range
of opportunities exists today than what we saw at this time a year ago. In particular,
we expect further equity event-related activity worldwide and continued oppor-
tunities in structured credit. Our equity investment capabilities have traditionally
been very strong, with long/short equity special situations and merger arbitrage
being key strategies for each of our funds. We have also developed a strong capability
in structured credit. As a result, we believe that we are well positioned to capitalize
on the market opportunities we see in these areas. Over the coming year, our
strategic priorities are as follows:

* "fo continue generating strong, risk-adjusted returns with low volatility
and low correlation for our fund investors;
* To take advantage of our strengths as a firm in order to attract new
capital to our funds; and
* To continue to offer innovative investment products and opportunities
to meet the needs of our fund investors globally.
These objectives are the three most tangible drivers of growth for our assets under
management and, in turn, our earnings.
We believe that the scalability of our business positions us to grow assets under

management and deliver increasing value to our Class A Shareholders over time.
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Och-Ziff Fund Performance®
(NET RETURN FOR THE YEAR ENDED DECEMBER 31,)

2010 2009 2008
O7 Master Fund 8.5% 23.1% -15.9%
OZ Europe Master Fund 7.5% 16.4% -17.4%
OF Asia Master Fund 9.9% 34.0% -30.9%
OZ Global Special Investments Master Fund 13.4% 8.4% -8.3%

310 Form 10-K following this letter for important disclosures on the historical seturns of the Och-Ziff Funds:

! Please sce pages 64 1o 66 of Och-Zi

Past performance is not indicarive of furure results.

Assets Under Management by Fund Asset Allocation by Geography
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The emphasis we place on maintaining a consistent and disciplined approach
to investing through our multi-strategy model and to managing risk allow us to
continue to deploy additional capital that is invested with us. We have significant
expertise in each of our investment strategies and strong international capabilities,
which enable us not only to opportunistically invest where we see opportunities but
. also to remain nimble in re-allocating capital as markets change. We have always

invested significant resources in the infrastructure that supports our investment
process, so as our assets under management grow we are able to support that growth.

The historical consistency of our investment returns is also important to
increasing our assets under management and earnings. Although we cannot predict
the global markets or what our future investment returns will be, extending our track
record of protecting investor capital in declining markets and generating competitive
returns in rising markets is essential to growing our assets under management.

As our assets under management increase, we believe that the resultant growth
in our revenues should more than offset any increase in our operating expenses.
'This operating leverage should drive our earnings growth, thereby increasing our
value to Class A Shareholders over time.

We want to thank you for your continued commitment and support. We
firmly believe that we can continue to deliver value for our fund investors and
Class A Shareholders. We manage our business for the long term and we are opti- -
mistic that the market opportunities we see will play to our strengths, driving the

growth of our business. I look forward to updating you on our progress in the future.

Sincerely,
Q%(
Daniel S. Och

Chairman and Chief Executive Officer
April 5, 2011
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Available Information

Och-Ziff Capital Management Group LLC files annual, quartetly and current reports, proxy statements and
other information required by the Securities Exchange Act of 1934, as amended (the “Exchange Act”), with the
Securities and Exchange Commission (“SEC”). We make available free of charge on our website at hetp://
www.ozcap.com our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K,
proxy statements and any amendments to those filings as soon as reasonably practicable after such material is
electronically filed with or furnished to the SEC. Also posted on our website in the “For Shareholders—Corporate
Governance” section are charters for our Audit Committee, Compensation Committee, and Nominating, Corporate
Governance and Conflicts Committee as well as our Corporate Governance Guidelines and Code of Business
Conduct and Ethics governing our directors, officers and employees. Information on, or accessible through, our
website is not a part of, and is not incorporated into, this report or any other SEC filing. Requests for copies of
Och-Ziff’s SEC filings or the corporate governance materials posted on our website should be directed to: Office of
the Secretary, Och-Ziff Capital Management Group LLC, 9 West 57th Street, New York, New York 10019.

Any materials we file with the SEC are also publicly available through the SEC’s website at hetp://www.sec.gov
or may be read and copied at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, DC, 20549.
Information on the operation of the Public Reference Room may be obtained by calling the SEC at 1-800-SEC-0330.

In this annual report, references to “Och-Zift,” “our Company,” “the Company,” “we,” “us,” or “our” refer,
unless the context requires otherwise, to Och-Ziff Capital Management Group LLC, a Delaware limited liability
company, and its consolidated subsidiaries, including the Och-Ziff Operating Group. References to the “Och-Ziff
Operating Group” refet, collectively, to OZ Management LP, a Delaware limited partnership, which we refer to as
“OZ Management,” OZ Advisors LP, a Delaware limited partnership, which we refer to as “OZ Advisors I,” OZ
Advisors I LP, a Delaware limited partnership, which we refer to as “OZ Advisors I1,” and their consolidated
subsidiaries. References to our “intermediate holding companies” refer, collectively, to Och-Ziff Holding
Corporation, a Delaware corporation, which we refer to as “Och-Ziff Corp,” and Och-Ziff Holding LLC, a Delaware
limited liability company, which we refer to as “Och-Ziff Holding,” both of which are wholly-owned subsidiaries of
Och-Ziff Capital Management Group LLC. References to our “partners” refer to the current limited partners of the
Och-Ziff Operating Group entities other than the Ziffs and our intermediate holding companies, including our
founder, Mr. Daniel S. Och, except where the context requires otherwise. References to the “Ziffs” refer collectively to
Ziff Investors Partnership, L.P. II, Ziff Investors Partnership, L.P. IT A and certain of their affiliates and control
persons. References to “Class A Shares” refer to our Class A Shares, representing Class A limited liability company
interests of Och-Ziff Capital Management Group LLC, which are publicly traded and listed on the New York Stock
Exchange. References to “Class B Shares” refer to Class B Shares of Och-Ziff Capital Management Group LLC,
which are not publicly traded, are currently held solely by our partners and have no economic rights but entitle the
holders thereof to one vote per share together with the holders of our Class A Shares. References to our “IPO” refer to
our initial public offering of 36.0 million Class A Shares that occurred in November 2007. References to the
“Offerings” refer collectively to our IPO and the concurrent private offering of approximately 38.1 million Class A
Shares to DIC Sahir Limited, a wholly-owned subsidiary of Dubai International Capital LLC. References to “DIC”
refer to DIC Sahir Limited, Dubai International Capital LLC and its affiliates. References to “our funds” or “Och-
Ziff funds” refer to the hedge funds and other alternative investment vehicles for which we provide asset management
services. No statements herein, available on our website or in any of the materials we file with the SEC constitute or
should be viewed as constituting an offer of any Och-Ziff fund.



Forward-Looking Statements
Some of the statements under “Ttem 1. Business,” “Item 1A. Risk Factors,” “Item 7. Management’s Discussion
and Analysis of Financial Condition and Results of Operations,” “Item 7A. Quantitative and Qualitative Disclosures
About Market Risk” and elsewhere in this annual report may be forward-looking statements, within the meaning of
Section 27A of the Securities Act of 1933, as amended, which we refer to as the “Securities Act,” and Section 21E of
the Exchange Act that reflect our current views with respect to, among other things, future events and financial
performance. We generally identify forward-looking statements by terminology such as “outlook,” “believe,” “expect,”

»

“potential,” “continue,” “may,” “will,” “should,” “could,” “seek,” “approximately,” “predict,” “intend,” “plan,”

“estimate,” “anticipate,” “opportunity,” “comfortable,” “assume,” “remain,” “maintain,” “sustain,” “achieve,” “see,”
“think,” “position” or the negative version of those words or other comparable words.

We caution that forward-looking statements are subject to numerous assumptions, risks and uncertainties,
which change over time. Accordingly, there are or will be important factors that could cause actual outcomes or
results to differ materially from those indicated in any forward-looking statement. These factors include but are not
limited to those described in “Item 1A. Risk Factors.”

There may be additional risks, uncertainties and factors that we do not currently view as material or that are not
known. Any forward-looking statements made by us speak only as of the date they are made, and we assume no duty
and do not undertake to update any forward-looking statement.



PART 1
Item 1. Business
Business Description

Founded in 1994 by Daniel S. Och, we are one of the largest institutional alternative asset managers in the
world with approximately $28.4 billion in assets under management as of February 1, 2011. Our funds seck to
generate consistent, positive, risk-adjusted returns across market cycles with low volatility and low correlation to the
equity markets. We have always limited our use of leverage to generate investment performance and we emphasize
preservation of investor capital. We serve the investment needs of a diversified institutional investor base, providing
asset management services through our funds, which pursue a broad range of global investment opportunities.

We have always focused on establishing long-term relationships with a global base of institutional investors,
which today includes many of the largest, most sophisticated investors in the world. These include pension funds,
fund-of-funds, foundations and endowments, corporations, private banks and family offices.

Our investors value our funds’ consistent performance history, our global investing expertise, our diverse
investment strategies and our strong focus on risk management and a robust operational infrastructure. Our funds
make investments in many regions around the world with a breadth we believe is offered by few alternative asset
management firms.

Our assets under management are generally invested on a multi-strategy basis, across multiple geographies,
although certain funds are focused on specific sectors, strategies or geographies. Our primary investment strategies are:
convertible and derivative arbitrage, credit, long/short equity special situations, merger arbitrage, private investments
and structured credit.

We have built an experienced investment management team around the world. As of December 31, 2010, we
had 405 employees worldwide, including 130 investment professionals and 19 partners, working from our
headquarters in New York City and offices in London, Hong Kong, Mumbai and Beijing. Our London office houses
our European investment team and our Hong Kong office houses the majority of our Asian investment team.

We conduct substantially all of our operations through our one reportable segment, the Och-Ziff Funds
segment, which provides asset management services to our funds. Our Other Operations are currently comprised of
our real estate business, which manages and provides asset management services to our real estate funds, and
investments in new businesses established to expand our private investment platforms.

Our primary sources of revenues are management fees, which are based on the amount of our assets under
management, and incentive income, which is based on the investment performance we generate for our fund
investors. Accordingly, for any given period, our revenues will be driven by the combination of assets under
management and the investment performance of our funds.

Funds Overview

We currently manage four main investment funds on a multi-strategy basis, across multiple geographies. As of
December 31, 2010, these four funds comprised approximately 90% of our total assets under management. The
following is a description of these funds:

+ OZ Master Fund, which is our flagship, global, multi-strategy fund. The OZ Master Fund opportunistically
allocates capital berween the underlying investment strategies described below in North America, Europe and
Asia. The OZ Master Fund’s European and Asian investments mirror those made in the OZ Europe Master
Fund and the OZ Asia Master Fund. As of January 1, 2011, the OZ Master Fund’s geographic allocation
was 55% in North America, 31% in Europe and 14% in Asia.

* OZ Europe Master Fund, which is a multi-strategy fund that opportunistically allocates capital between the
underlying investment strategies described below in Europe.
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° OFZ Asia Master Fund, which is a multi-strategy fund that opportunistically allocates capital between the
underlying investment strategies described below in Asia.

> OZ Global Special Investments Master Fund, which allocates capital globally to private investments and to
the private investment platforms we are developing, as well as to many of the other strategies described
below. This fund has a higher concentration of investments that tend to be longer term than the investments
we make in our other funds. The majority of the capital in this fund belongs to the partners of our firm.

The remaining 10% of our assets under management as of December 31, 2010 is related ro our real estate funds
and certain other alternative investment vehicles we manage. Our real estate funds generally make investments in
commercial and residential real estate in North America, including real property, multi-property portfolios, real estate
related joint ventures, real estate operating companies and other real estate related assers.

The following chart presents the composition of our assets under management by fund as of December 31,
2010:

OZ Europe
Master Fund
11%

0OZ Asia Master Fund

5 5%

QZ Global Special

tnvestments

Master Fund
4%

OZ Master
Fund
70%

Other
10%

Mult-Strategy Approach

Our funds invest across multiple strategies and geographies without any pre-determined commitments.
Portfolio composition is determined by evaluating what we believe are the best market opportunities, consistent with
our goals of diversification and capital preservation. The primary investment strategies we eruploy in our funds
include:

* Convertible and derivative arbitrage, which takes advantage of price discrepancies between convertible and
derivative securities and the underlying equity or other security. These investments may be made at multiple
levels of an entity’s capital structure to profit from valuation or other pricing discrepancies;

e Credit, which includes a variety of credit-based strategies, such as high-yield debt investments in distressed
businesses and investments in bank loans and senior secured debt. Credit also includes providing mezzanine
financing and structuring creative capital solutions;

* Long/short equity special situations, which consists of long/short and event-driven investing. Fundamental
long/short investing involves analyzing companies and assets to profit where we believe mispricing or
undervaluation exists. Event-driven investing attempts to realize gain from corporate events such as spin-offs,
recapitalizations and other corporate restructurings, whether company specific or as a result of industry or
economic conditions;

* Merger arbitrage, which is an event-driven strategy involving multiple investments in entities contemplating
a merger or similar business combinartion. This strategy seeks to realize a profit from pricing discrepancies
among the securities of the entities involved in the evenr:
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> Private investments, which encompasses investments in a variety of special situations which seek to realize
value through strategic sales or initial public offerings; and

o Structured credit, which involves investments in residential and commercial mortgage-backed securities and
other asset-backed securities. This strategy also includes investments in collateralized loan obligations (CLOs)

and collateralized debt obligations (CDOs).

Our ability to invest across multiple strategies and geographies enables us to adjust our portfolio allocations as
market conditions change and as we identify new investment opportunities. The following chart presents the
composition, by strategy (excluding residual assets attributable to redeeming investors), of the OZ Master Fund as of
January 1, 2011:

Convertible
and Derivative
Cash Arbitrage
17%

Structured
Credit
17%

Private
Investments
7%
Merger Long/Short
Arbitrage Equity Special
6% Situations
36%

Investment Management Process

Our approach to asset management today is based on the same fundamental elements that we have employed
since we were founded in 1994. Our objectives are to create long-term value for our fund investors by generating
consistent, positive, risk-adjusted recurns while protecting investor capital, and to develop new, carefully considered
investment opportunities. Qur extensive experience, combined with the consistency of our approach to investing and
risk management, has been integral to extending our performance history. Our investment and risk management
processes benefit from our dedicated and experienced industry specialists and private investment teams operating out
of our offices worldwide. Our portfolio managers, who are senior partners of the firm, combine qualitative judgment
gained from their extensive experience with quantitative analysis in order to effectively manage our investment
process. In all of our strategies, our approach is defined by certain common elements:

o Consistent, positive, 7’1’5&—45{7’1&%&[ returns.  Our investment process focuses on generating consistent, positive,
risk-adjusted returns across market cycles with low volatility and low correlation to the equity markets. Our
goal is to preserve capital during periods of market decline and produce competitive investment performance
in rising markets. We seek to generate fund returns without relying on asset concentration or market

direction.

o Multi-strategy approach.  Our funds invest across multiple strategies and geographies without any
pre-determined commitments. Portfolio composition is determined by evaluating what we believe are the
best market opportunities, consistent with our goals of diversification and capital preservation. Our primary
investrnent strategies are convertible and derivarive arbitrage, credit, long/short equity special situations,
merger arbitrage, private investmenrs and structured credit. Qur ability to invest across strategies and
geographies enables us to be nimble in adjusting our portfolio allocations as market conditions change.
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* Focus on fundamentals. “We approach investments in each of our strategies through rigorous fundamental
analysis of the drivers of potential investment risk and return. We look at both qualitative and quantitative
factors in assessing the risk/reward parameters and perform extensive due diligence.

* Limited use of leverage. ~Our funds generally do not rely on extensive leverage to generate investment
returns. Our approach to risk management limits the amount of leverage we employ on a portfolio-wide
basis.

* Disciplined investment and risk management processes.  Our investment and risk management processes are
central to the way we allocate capital. We focus on hedging and actively managing the exposures of our
portfolios. Our risk management practices are based on both quantitative and qualitative analyses
implemented at the individual position and total portfolio levels, and they have been integrated into our daily
investment process.

Portfolio Risk Management

Risk management is central to the operation of our business. We use both quantitative and qualitative analyses
to monitor financial and event risk and manage volatility. We may seek to hedge credit, interest rate, currency and
market exposures; however, there can be no assurances that appropriate hedges will be available or in place to
successfully limit losses. We place substantial emphasis on portfolio diversification by asset class, industry sector and
geography. The active management of positions in our funds allows for timely reallocation of capital in response to
changes in business, market or economic conditions.

Our risk management processes are overseen by our Risk Committee. The Risk Committee meets regularly to
review, among other information, sophisticated risk analysis, including the results of stress testing our portfolios under
numerous scenarios. The Risk Committee also discusses other general risks, including, but not limited to, global
economic, geopolitical, counterparty and operational risks. Additionally, our portfolio managers meet with our
analysts daily to review inherent risks associated with the positions in each fund.

Investment Performance

We believe one of the principal drivers of our ability to increase assets under management is the investment
performance track record of our funds. Our historical ability to generate consistent, positive, risk-adjusted returns
with limited use of leverage and with little equity-market correlation, combined with our ability to preserve fund
capital when markets decline, are hallmarks of our investment approach. We also believe that our performance history
is a key point of competitive differentiation for us.

The historical and potential future returns of the funds we manage are not directly linked to returns on our
Class A Shares; therefore, positive investment performance of the funds we manage may not necessarily correspond to
positive returns on an investment in our Class A Shares. Poor performance of the funds that we manage, however,
would cause a decline in our revenues from those funds, which may have a negative effect on the returns on an
investment in our Class A Shares. An investment in our Class A Shares is not an investment in any of the Och-Ziff
funds. See “Item 1A. Risk Factors—Risks Related to Our Business—An investment in our Class A Shares is not an
alternative to an investment in any of our funds, and the returns of our funds should not be considered as indicative
of any returns expected on our Class A Shares, although poor investment performance of, or lack of capital flows into

the funds we manage could have a material adverse impact on our revenues and, therefore, the returns on our Class A
Shares.”

Additionally, our funds’ historical returns reflect investment opportunities and general global economic and
market conditions that may not repeat themselves. The rates of return also reflect our funds’ historical expenses,
which may vary in the future due to factors beyond our control, including changes in applicable law. See “Item 1A.
Risk Factors—Risks Related to Our Funds—The historical returns attributable to our funds should not be considered
as indicative of the future results of our funds or any future funds we may raise.”
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The table below presents, as of December 31, 2010, the net annualized return, correlation to the S&P 500
Index, volatility and Sharpe Ratio of the OZ Master Fund, and is provided for illustrative purposes only. The OZ
Master Fund includes every strategy and geography in which the Och-Ziff funds invest and constituted approximately
70% of our assets under management as of December 31, 2010. Our other funds generally implement geographical or
strategy focused investment programs. The investment performance results for our other funds vary from those of OZ
Master Fund, and that variance may be material. The performance reflected in the table below is not necessarily
indicative of the future results of OZ Master Fund. There can be no assurance that any Och-Ziff fund will achieve
comparable results.

Strategy
Net Annualized Return through December 31, 2010! 1Year 3Years 5 Years Inception
OZ Master Fund2. ... oo e 85% 4.0% 7.5% 14.2%
S&P 500 Index® .ot e 15.1% -2.9% 2.3% 8.4%
Correlation of OZ Master Fund to S&P 500 Index®..........ccooiviiiin.... 074 0.65 0.65 0.52
Volatility
OZ Master Fund Standard Deviation (Annualized)>.......................... 3.6% 73% 6.0% 5.6%
S&P 500 Index Standard Deviation (Annualized)s ............... ... iaut. 19.3% 22.2% 17.8% 15.7%
Sharpe Ratio®
OZMaster Fund. . ... e 230 040 0.79 1.84
S&P 500 Index . v v vve ittt e 0.77 (0.18) (0.03) 0.29

1 Net annualized return represents a composite of the average return of the feeder funds that comprise the OZ

Master Fund, Ltd. (the “Fund”). Net annualized return is presented on a total return basis, net of all fees and
expenses (except incentive income on certain unrealized private investments that could reduce returns on these
investments at the time of realization) and includes the reinvestment of all dividends and other income.
Performance includes realized and unrealized gains and losses attributable to certain private and initial public
offering investments that are not allocated to all investors in the Fund. Investors that do not participate in such
investments or that pay different fees may experience materially different returns.

Performance from inception includes actual total return for the partial year beginning in April 1994. For the
period from April 1994 through December 1997, performance represents the performance of Och-Ziff Capital
Management, L.P., a Delaware limited partnership that was managed by Daniel S. Och following an
investment strategy that is substantially similar to that of the Fund. In addition, during this period,
performance was calculated by deducting management fees on a quarterly basis and incentive income on a
monthly basis. Starting from January 1998, performance has been calculated by deducting both management
fees and incentive income on a monthly basis from the composite returns of the Fund.

3 Readers should not assume that there is any material overlap between those securities in the portfolio of the
Fund and those that comprise the S&P 500 Index. It is not possible to invest directly in the S&P 500 Index.
Returns of the S&P 500 Index have not been reduced by fees and expenses associated with investing in
securities and include the reinvestment of dividends. The S&P 500 Index is an equity index owned and
maintained by Standard & Poor’s, a division of McGraw-Hill, whose value is calculated as the frec float-
weighted average of the share prices of 500 large-capitalization corporations listed on the NYSE and Nasdaq.

4 Correlation to the returns of the S&P 500 Index represents a statistical measure of the degree to which the
return of one portfolio is correlated to the return of another. It is expressed as a factor that ranges from -1.0
(perfectly inversely correlated) to +1.0 (perfectly positively correlated).

5 Standard deviation is a statistical measure of the degree to which an individual value in a distribution tends to
vary from the mean of the distribution.
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Sharpe Ratio represents a measure of the investment returns as adjusted for risk. The Sharpe Ratio is calculated
by subtracting a “risk-free” rate from the composite returns, and dividing that amount by the standard
deviation of the returns.

Past performance is no guarantee of future results.



Assets Under Management

Our assets under management are a function of the capital that is placed with us by fund investors globally,
which we invest on their behalf based on the fund or funds they have selected, and the investment performance we
generate for them. We typically accept capital from new and existing investors into our funds on a monthly basis on
the first day of each month. Investors in our funds (other than investors in private investments, our real estate funds
and certain other funds we manage) have the right to redeem their interests in a fund following an initial lock-up
period of one to three years. Following the expiration of these lock-up periods (subject to certain limitations),
investors may redeem capital generally on a quarterly or annual basis upon giving 30 to 45 days prior written notice.
However, upon the payment of a redemption fee to the funds and upon giving 30 days prior written notice, certain
investors may redeem capital during the lock-up period. The lock-up requirements for the funds may generally be
waived or modified in the sole discretion of the fund’s general partner or board of directors, as applicable.

The ability of investors to contribute capital to and redeem capital from our funds causes our assets under
management to fluctuate from period to period. Fluctuations in assets under management also result from our funds’
investment performance. Both of these factors directly impact the revenues we earn from management fees and
incentive income.

Our financial results are primarily driven by the combination of assets under management and the investment
performance of our funds. Competitive investment performance in rising markets and preservation of fund investor
capital during periods of market volatility or decline are key determinants of the long-term success of our business.
These factors enable us to attract additional assets under management from both existing and new fund investors, as
well as minimize redemptions of capital from our funds. Growth in assets under management and positive investment
performance drive growth in our revenues and earnings. Conversely, poor investment performance slows our growth
by decreasing our assets under management and increases the potential for redemptions from our funds which would
reduce our assets under management and have a negative effect on our revenues and earnings.

Industry Overview

The asset management business involves investing capital on behalf of institutional and individual investors in
exchange for contracted fees and other performance-driven income. The industry invests trillions of dollars of assets
and can be broadly divided into two categories: traditional asset management, such as mutual funds, and alternative
asset management, such as hedge fund and private equity firms.

Alternative Asset Management | Hedge Funds

Alternative asset management, in general, involves a variety of investment strategies where the common element
is the manager’s goal of delivering, within certain risk parameters, investment performance that is typically measured
on an absolute return basis, meaning that performance is measured not by how well a fund performs relative to a
benchmark index, but by how well the fund performs in absolute terms. Alternative asset managers typically earn
management fees based on the value of the assets they manage and incentive income based on the investment
performance they generate on those assets. These managers typically run pooled investment vehicles that are not
subject to the investment limitations of traditional mutual funds and may employ a wide variety of investment
strategies. Alternative asset managers strive to produce investment returns that have a lower correlation to the global
capital markets than do traditional asset management strategies.



The term “hedge funds” generally refers to privately held collective investment vehicles managed by alternative
asset managers, such as Och-Ziff. Hedge funds differ from traditional investment vehicles, such as mutual funds, by
the strategies they employ and the asset classes in which they invest. Asset classes in which hedge funds may invest are
very broad and include liquid and illiquid securities, derivative instruments, asset-backed securities and a variety of
other non-traditional assets, such as distressed securities and infrastructure investments, among others. Hedge funds
have no pre-determined investment parameters and are not precluded from making large investments that are
concentrated by asset class, industry sector, geography or market directionality. Hedge funds are also not precluded
from employing a variety of instruments, including swaps, options, futures and short sales to mitigate risk or
synthetically create investment exposures.

The demand for exposure to alternative asset managers by institutional investors was the main driver of the
hedge fund industry’s historical growth. Institutional demand resulted from several factors, including the pursuit of
higher returns compared to those generated by traditional equity and fixed income strategies, and the desire to
diversify investment portfolios by placing capital with investment managers that generated returns with a low
correlation to global equity markets. Alternative investment strategies still account for a relatively small portion of all
institutional assets, signifying potential opportunity for future growth.

The following table presents the cumulative capital allocated to the hedge fund industry over the last ten years:
Historical Hedge Fund Assets Under Management
(dollars in billions as of December 31)
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During 2010, hedge funds and other alternative asset managers experienced growth in assets under
management. Institutional investors increased their allocations to the hedge fund industry to diversify their holdings
and increase the proportion of non-correlated returns in their portfolios. Investment performance among alternative
asset managers was generally positive for the year.

Our Historical Assets Under Management®
(dollars in billions as of December 31)
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(1) Includes investments by us, our partners, employees and certain other related parties. Prior to our IPO, we did
not charge management fees or earn incentive income on these investments. Following our IPO, we began
charging management fees and earning incentive income on new investments made in our funds by our
partners and certain other related parties, including the reinvestment by our partners of the after-tax proceeds
from the Offerings. As of December 31, 2010, approximately 9% of our assets under management represented
investments by us, our partners and certain other related parties in our funds. As of that date, approximately
35% of these affiliated assets under management are not charged management fees and are not subject to an
incentive income calculation.

Historically, we have achieved or exceeded the historical growth rates in assets under management for hedge
funds generally. From December 31, 2001 through December 31, 2010, our compound annual growth rate was
approximately 19%, compared to the industry’s compound annual growth rate of 15%.

Competitive Environment

The asset management industry is intensely competitive, and we expect that it will remain so. We face
competition in all aspects of our business. Examples include attracting institutional investors and assets under
management, pursuing attractive investment opportunities in all of our underlying strategies and in all geographies,
and hiring and retaining professionals in all areas of our business. We compete globally for investment opportunities,
investor capital and talent. We face competitors that are larger than we are and have greater financial, technical and
marketing resources. Certain of these competitors continue to raise capital to pursue investment strategies that may be
similar to ours. Some of these competitors may also have access to liquidity sources that are not available to us, which
may pose challenges for us with respect to investment opportunities. In addition, some of these competitors may have
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higher risk tolerances or make different risk assessments than we do, allowing them to consider a wider variety of
investments and establish broader networks of business relationships. Our competitive position depends on our
reputation, our investment performance and processes, our ability to continue to offer innovative investment
products, the breadth of our infrastructure and our ability to continue to attract and retain qualified employees while
managing compensation and other costs. For additional information regarding the competitive risks that we face, see
“Item 1A. Risk Factors—Risks Related to Our Business—Competitive pressures in the asset management business
could materially adversely affect our business and results of operations.”

Competitive Strengths

Our business was built on certain fundamental elements, which continue to define Och-Ziff today and that we
believe are differentiating competitive strengths. As such, we view these elements as important to our ability to retain
and attract new assets under management and, over time, increase our market share of new capital flows to the hedge
fund industry:

* Alignment of interests. We structure our business to align our firm’s interests with those of the investors in
our funds. Investments by our partners and employees comprise a meaningful portion of our total assets
under management. Additionally, all of our partners have an ownership interest in the firm and receive
distributions which are directly tied to the firm’s profitability.

s Team-based culture. We evaluate employee contributions and have designed our compensation structure
based on a “one-firm” approach, which encourages internal cooperation and the sharing of ideas. We are a
global organization and we have fostered a culture that allows us to allocate capital and evaluate investment
opportunities on a firm-wide basis, focusing on the best ideas and opportunities available. This collaborative
approach emphasizes the success of our firm as a whole.

* Global presence. Our ability to opportunistically invest worldwide is an important element of diversifying
our portfolios and managing risk. We have dedicated and experienced investment professionals operating
from our offices globally and have a long history of investing on an international scale.

* Synergies among investment strategies. Our funds invest across a broad range of asset classes and geographies
via our multi-strategy model. Our investment professionals have extensive experience and many are
specialized by strategy, industry sector or asset class. This fosters consistent interaction among the investment
professionals across our strategies and creates synergies that add to our market insight and ability to identify
attractive investment opportunities.

* Focus on infrastructure. ~ Since our inception we have focused on building a robust infrastructure, with an
emphasis on strong financial, operational and compliance-related controls. As a public company, we are
required to identify and document key processes and controls, which are subject to independent review.
Additionally, we have added a number of independent third party processes to our fund operations which
provide continuous verification to our fund investors.

* Transparency. We believe that our fund investors should be provided with qualitative and quantitative
information about our investment process, operational procedures and portfolio exposures which enables
them to understand and evaluate our investment performance. We provide our fund investors with
comprehensive reporting about each portfolio on a regular basis, and our senior management team and
portfolio managers regularly meet with them to address their questions.

Our Fund Investors

We have always focused on establishing long-term relationships with a global base of institutional investors.
Today, we have relationships with many of the largest, most sophisticated investors in the world, which include
y. p y g P
pension funds, fund-of-funds, foundations and endowments, corporations, private banks and family offices.
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Our partners and employees collectively are the single largest investor in our funds, comprising approximately
9% of our total assets under management as of January 1, 2011. No single unaffiliated investor in our funds accounts
for more than 4% of our total assets under management as of January 1, 2011, and the top five unaffiliated fund

investors accounted for approximately 14%.

The following chart presents the composition of our fund investor base across all of our funds by the type of

investor as of]anuary 1, 2011:
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The following chart presents the composition of our fund investor base across all of our funds by region as of
January 1, 2011:
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Our Structure
Och-Ziff Capital Management Group LLC

Och-Ziff Capital Management Group LLC is a publicly-traded holding company, and its primary assets are
ownership interests in the Och-Ziff Operating Group entities, which are held indirectly through two intermediate
holding companies, Och-Ziff Corp and Och-Ziff Holding. We conduct substantially all of our business through the
Och-Ziff Operating Group.

Class A Shares

Class A Shares represent Class A limited liability company interests in our Company. The holders of Class A
Shares are entitled to one vote per share held of record on all matters submitted to a vote of our shareholders and, as
of December 31, 2010, represent 25.6% of our total combined voting power. The holders of Class A Shares are
entitled to any distribution declared by our Board of Directors out of funds legally available, subject to any statutory
or contractual restrictions on the payment of distributions and to any restrictions on the payment of distributions
imposed by the terms of any outstanding preferred shares we may issue in the future. Additional Class A Shares are
issuable upon exchange of Och-Ziff Operating Group A Units by our partners and the Ziffs, as described below, and
upon vesting of equity awards granted in connection with and after our IPO under our Amended and Restated 2007
Equity Incentive Plan, which we refer to as the “Plan.”

Class B Shares

Class B Shares have no economic rights but entitle the holders of record to one vote per share on all matters
submitted to a vote of our shareholders. The Class B Shares are held solely by our partners and provide our partners
with a voting interest in Och-Ziff Capital Management Group LLC commensurate with their economic interest in
our business. As of December 31, 2010, the Class B Shares represent 74.4% of our total combined voting power. Our
partners have granted an irrevocable proxy to vote all of their Class B Shares to the Class B Shareholder Committee,
the sole member of which is currently Mr. Och, as it may determine in its sole discretion. This proxy will terminate
upon the later of (i) Mr. Och’s withdrawal, death or disability, or (ii) such time as our partners hold less than 40% of
our total combined voting power. As a result, Mr. Och is currently able to control all marters requiring the approval
of our sharcholders. The Ziffs do not hold any of our Class B Shares.

Och-Ziff Operating Group Entities

We conduct substantially all of our business through the Och-Ziff Operating Group. Historically, we have used
more than one Och-Ziff Operating Group entity to segregate our operations for business, financial, tax and other
reasons. We may increase or decrease the number of our Och-Ziff Operating Group entities and intermediate holding
companies based on our views as to the appropriate balance between administrative convenience and business,
financial, tax and other considerations.

The Och-Ziff Operating Group cutrently consists of OZ Management, OZ Advisors I and OZ Advisors II. All
of our interests in OZ Management and OZ Advisors I are held through Och-Ziff Corp. All of our interests in OZ
Advisors IT are held through Och-Ziff Holding. Each intermediate holding company is the sole general partner of the
applicable Och-Ziff Operating Group entity and, therefore, generally controls the business and affairs of such entity.

Prior to the Offerings, the interests in the Och-Ziff Operating Group were held by our partners and the Ziffs.
In connection with and prior to the Offerings, we completed a reorganization of our business, which we refer to as the
“Reorganization.” As part of the Reorganization, interests in the Och-Ziff Operating Group held by our partners and
the Ziffs were reclassified as Och-Ziff Operating Group A Units, which we describe below.

We used the net proceeds from the Offerings to acquire a 19.2% interest in the Och-Ziff Operating Group in
the form of Och-Ziff Operating Group B Units, which we describe below. The Och-Ziff Operating Group then used
the proceeds to acquire from our partners and the Ziffs Och-Ziff Operating Group A Units representing the 19.2%
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interest in the Och-Ziff Operating Group, which units were subsequently canceled. The Och-Ziff Operating Group
B Units, together with Och-Ziff Operating Group A Units, which we refer to collectively as “Och-Ziff Operating
Group Equity Units,” represent all of the equity interests in the Och-Ziff Operating Group.

Och-Ziff Operating Group A Units.  As part of the Reorganization, each partner’s and the Ziffs’ interests in an
Och-Ziff Operating Group entity was reclassified as a Class A operating group unit, which represents a common
equity interest in the respective Och-Ziff Operating Group entity. One Class A operating group unit in each of the
Och-Ziff Operating Group entities represents one “Och-Ziff Operating Group A Unit.”

Our partners and the Ziffs continue to own 100% of the Och-Ziff Operating Group A Units, which, as of
December 31, 2010, represent a 76.0% ownership interest in the Och-Ziff Operating Group. Och-Ziff Operating
Group A Units are exchangeable for our Class A Shares on a one-for-one basis, subject to minimum retained
ownership requirements by our partners, transfer restrictions and certain exchange rate adjustments for splits, unit
distributions and reclassifications. In addition, Och-Ziff Operating Group A Units granted to our partners in
connection with the Reorganization are generally subject to ratable annual vesting through 2012.

Och-Ziff Operating Group B Units. We contributed our proceeds from the Offerings to our intermediate
holding companies, which in turn contributed those proceeds to each of the Och-Ziff Operating Group entities in
exchange for Class B operating group units in each such entity. One Class B operating group unit in each of the
Och-Ziff Operating Group entities represents one “Och-Ziff Operating Group B Unit.” Each intermediate holding
company holds a general partner interest and Och-Ziff Operating Group B Units in each Och-Ziff Operating Group
entity that it controls. Our intermediate holding companies continue to own 100% of the Och-Ziff Operating Group
B Units, which, as of December 31, 2010, represent a 24.0% ownership interest in the Och-Ziff Operating Group.
The Och-Ziff Operating Group B Units are economically identical to the Och-Ziff Operating Group A Units held by
our partners and the Ziffs and represent common equity interests in our business, but are not exchangeable for
Class A Shares and are not subject to vesting, forfeiture or minimum retained ownership requirements.

Och-Ziff Operating Group D Units. Subsequent to our IPO, we issued Class D operating group units to new
partners in connection with their admission to the Och-Ziff Operating Group. One Class D operating group unit in
each of the Och-Ziff Operating Group entities represents one “Och-Ziff Operating Group D Unit.” The Och-Ziff
Operating Group D Units are non-equity, limited partner profits interests that are only entitled to share in residual
assets upon liquidation, dissolution or winding up to the extent that there has been a threshold amount of
appreciation or gain in the value of Och-Ziff Operating Group A Units subsequent to issuance of the units. The
Och-Ziff Operating Group D Units automatically convert into Och-Ziff Operating Group A Units to the extent we
determine that they have become economically equivalent to such units. Allocations to these interests are recorded
within compensation and benefits in our consolidated statements of operations.
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The diagram below depicts our organizational structure as of December 31, 20100:
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This diagram does not give effect to 14,079,612 Class A restricted share units, or “RSUs”, that were
outstanding as of December 31, 2010, and which were granted to our partners, managing directors, other
employees and the independent members of our Board of Directors.
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(2)  Mr. Och, the other partners and the Ziffs hold Och-Ziff Operating Group A Units representing 38.9%, 30.5%
and 6.6%, respectively, of the equity in the Och-Ziff Operating Group, excluding the 1,181,601 Class A Shares
owned directly by Mr. Och. Our partners also hold Class C Non-Equity Interests and Och-Ziff Operating
Group D Units as described below in notes (5) and (6).

(3)  Mr. Och holds Class B Shares representing 41.6% of the voting power of our Company and the other partners
hold Class B Shares representing 32.7% of the voting power of our Company. Our partners have granted an
irrevocable proxy to vote all of their Class B Shares to the Class B Shareholder Committee, the sole member of
which is currently Mr. Och, as it may determine in its sole discretion. In addition, Mr. Och controls an
additional 0.3% of the combined voting power through his direct ownership of 1,181,601 Class A Shares. The
Ziffs do not hold any of our Class B Shares and, therefore, will not have any voting power in our Company
except to the extent they exchange their Och-Ziff Operating Group A Units for Class A Shares and retain such
Class A Shares.

(4)  The Och-Ziff Operating Group Equity Units have no preference or priority over other securities of the
Och-Ziff Operating Group (other than the Och-Ziff Operating Group D Units to the extent described above)
and, upon liquidation, dissolution or winding up, will be entitled to any assets remaining after payment of all

debts and liabilities of the Och-Ziff Operating Group.

(5)  Class C Non-Equity Interests represent non-equity interests in the Och-Ziff Operating Group entities. No
holder of Class C Non-Equity Interests will have any right to receive distributions on such interests. Our
partners hold all of the Class C Non-Equity Interests, which may be used for discretionary income allocations,
if any, in the future.

(6)  The Och-Ziff Operating Group D Units, which represent an approximately 1.3% profits interest in the
Och-Ziff Operating Group, are not considered equity interests for U.S. GAAP purposes.

Our Fund Structure

Our funds are typically organized using a “master-feeder” structure. This structure is commonly used in the
hedge fund industry and calls for the establishment of one or more U.S. or non-U.S. “feeder” funds, which are
managed by us but are separate legal entities and have different structures and operations designed for distinct groups
of investors. Fund investors, including our partners, managing directors and other employees, invest directly into our
feeder funds. These feeder funds hold direct or indirect interests in a “master” fund that, together with its subsidiaries,
is the primary investment vehicle for its feeder funds. Our funds are managed by the Och-Ziff Operating Group. Any
of our existing or future funds may invest using any alternative structure that is deemed useful or appropriate.

Employees

As of December 31, 2010, our worldwide headcount was 405 (including 65 in the United Kingdom and 42 in
Asia), with 130 investment professionals (including 38 in the United Kingdom and 24 in Asia). As of such date, we
had 19 partners and 57 managing directors.

Regulatory Matters

Our business is subject to extensive regulation, including periodic examinations and potential regulatory
investigations, by governmental and self-regulatory organizations in the jurisdictions in which we operate around the
world. As an investment adviser registered under the Investment Advisers Act of 1940, as amended, which we refer to
as the “Advisers Act,” and a company subject to the registration and reporting provisions of the Exchange Act, we are
subject to regulation and oversight by the SEC. As a company with a class of securities listed on the NYSE, we are
subject to the rules and regulations of the NYSE. In addition, we are subject to regulation by the Department of
Labor under the U.S. Employee Retirement Income Security Act of 1974, which we refer to as “ERISA.” Our
European and Asian operations, and our investment activities around the globe, are subject to a variety of regulatory
regimes that vary country by country, including the U.K. Financial Services Authority, the Securities and Futures
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Commission in Hong Kong and the Securities and Exchange Board of India. Currently, governmental authorities in
the United States and in the other countries in which we operate have proposed additional disclosure requirements
and regulation of hedge funds and other alternative asset managers. See “Item 1A. Risk Factors—Risks Related to
Our Business—Extensive regulation of our business affects our activities and creates the potential for significant
liabilities and penalties. Our reputation, business and operations could be materially affected by regulatory issues” and
“Item 1A. Risk Factors—Risks Relating to Our Business—Increased regulatory focus could result in additional
burdens on our business.”

Global Compliance Program

We have implemented a global compliance program to address the legal and regulatory requirements that apply
to our company-wide operations. We registered as an investment adviser with the SEC in 1999. Since that time our
affiliated companies have registered with the U.K. Financial Services Authority, the Securities and Futures
Commission in Hong Kong and the Securities and Exchange Board of India. We have structured our global
compliance program to address the requirements of each of these regulators as well as the requirements necessary to
support our global securities trading operations. Our compliance program includes comprehensive policies and
supervisory procedures that have been implemented to monitor compliance with these requirements. All employees
attend mandatory compliance training to remain informed of our policies related to matters such as the handling of
material non-public information and employee securities trading. In addition to a robust internal compliance
framework, we have strong relationships with a global network of local attorneys specializing in compliance matters to
help us quickly identify and address compliance issues as they arise.

Our Executive Officers

Set forth below is certain information regarding our executive officers as of the date of this filing.

Daniel S. Och, 50, is the founder of the Och-Ziff Capital Management Group. Mr. Och serves as Och-Ziff’s
Chief Executive Officer and Chairman of the Board of Directors. Mr. Och is also chairman of the Partner
Management Committee. Prior to founding Och-Ziff in 1994, Mr. Och spent eleven years at Goldman, Sachs & Co.
He began his career in the Risk Arbitrage Department and future responsibilities included Head of Proprietary
Trading in the Equities Division and Co-Head of U.S. Equities Trading. Mr. Och holds a B.S. in Finance from the
‘Wharton School of the University of Pennsylvania.

Joel M. Frank, 55, is Chief Financial Officer and Senior Chief Operating Officer of Och-Ziff and a member of
the Board of Directors of Och-Ziff. Mr. Frank is also a member of the Partner Management Committee. Prior to
joining Och-Ziff at its inception in 1994, Mr. Frank was with Rho Management Company, Inc. as its Chief Financial
Officer from 1988 to 1994. He was previously with Manufacturers Hanover Investment Corporation from 1983 to
1988 as Vice President and Chief Financial Officer and with Manufacturers Hanover Trust from 1977 to 1983.

Mr. Frank holds a2 B.B.A. in Accounting from Hofstra University and an M.B.A. in Finance from Fordham
University. He is a C.P.A. certified in the State of New York.

David Windreich, 53, is Head of U.S. Investing for Och-Ziff and is a member of Och-Ziff's Board of Directors
and the Partner Management Committee. Prior to joining Och-Ziff at its inception in 1994, Mr. Windreich was a
Vice President in the Equity Derivatives Department of Goldman Sachs & Co. He became a Vice President in 1988
and began his career at Goldman Sachs in 1983. Mr. Windreich holds both a B.A. in Economics and an M.B.A. in
Finance from the University of California, Los Angeles.

Michael L. Cohen, 39, is Head of European Investing for Och-Ziff, is a member of the Partner Management
Committee and manages Och-Ziff’s London office. Prior to joining Och-Ziff in 1997, Mr. Cohen was with Franklin
Mutual Advisory as an Equity Research Analyst and with CS First Boston as an Investment Banking Analyst
specializing in the financial services sector. Mr. Cohen holds a B.A. in Economics from Bowdoin College.
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Zoltan Varga, 37, is Head of Asian Investing for Och-Ziff, is a member of Och Ziff’s Partner Management
Committee and manages Och-Ziff's Hong Kong office. Prior to joining Och-Ziff in 1998, Mr. Varga was with
Goldman, Sachs & Co. as an Investment Banking Analyst in the Mergers and Acquisitions Department. Mr. Varga
holds a B.A. in Economics from DePauw University.

Harold A. Kelly, 47, is Head of Global Convertible and Derivative Arbitrage for Och-Ziff and is a member of
the Partner Management Committee. Prior to joining Och-Ziff in 1995, Mr. Kelly spent seven years trading various
financial instruments and held positions at Cargill Financial Services Corporation, Eagle Capital Management,
Merrill Lynch International, Ltd. and Buchanan Partners, Ltd. Mr. Kelly holds a B.B.A. in Finance and also holds an
M.B.A. and a Ph.D. in Business Administration from The University of Georgia.

Jeffrey C. Blockinger, 41, is Chief Legal Officer, Chief Compliance Officer and Secretary of Och-Ziff. Prior to
joining Och-Ziff in April 2005, Mr. Blockinger was with Schulte, Roth and Zabel LLP from April 2003 to April
2005, Crowell & Moring LLP from January 2002 to April 2003 and Morgan, Lewis & Bockius LLP from September
1996 to January 2002. Mr. Blockinger holds a B.A. in Political Science from Purdue University and a J.D. from the
University of Miami School of Law. Mr. Blockinger is admitted to the bars of New York and the District of
Columbia.

Item 1A. Risk Factors
Risks Related to Our Business

In the course of conducting our business operations, we are exposed to a variety of visks thar are inherent to or
otherwise impact the alternative asset management business. Any of the risk factors we describe below have affected or could
materially adversely affect our business, results of operations, financial condition and liquidiry. The marker price of our
Class A Shares could decline, possibly significantly or permanently, if one or more of these risks and uncertainties occur.
Certain statements in “Risk Factors” are forward-looking statements. See “Forward-Looking Statements.”

Our business has been and may be adversely affected by global economic and market conditions, which can change
rapidly and which we cannot predict or control. A recurrence of the adverse conditions that were experienced during
the financial crisis in 2008 to 2009 would adversely affect our business and financial condition.

As a global alternative asset manager, we seck to generate consistent, positive, risk-adjusted returns for the
investors in our funds. Our ability to do this has been and may be materially impacted by conditions in the global
financial markets and economic conditions generally. The financial crisis that began in the second half of 2008
resulted in significant global market tutbulence, a lack of liquidity and substantial declines in the values of most asset
classes worldwide. While these conditions have generally stabilized and improved since the first quarter of 2009, the
global financial markets and economies have not fully recovered, adverse conditions resulting from the crisis continue
to persist and certain businesses continue to be negatively impacted by events both leading to and resulting from the
crisis. There continues to be broad concern about the trajectory of the global economy, including geopolitical
uncertainties, European sovereign deb issues, regulatory uncertainty with respect to the operation of, and certain
participants, in the global financial markets, and continued levels of risk averseness within institutional and other
investment communities. Conditions affecting global economic and financial conditions are inherently outside of our
control, can change rapidly and cannot be predicted, but can adversely impact in a material way our funds’
investment performance and ability to retain and attract new assets under management, which in tarn may slow or
reduce the long-term growth of our business and adversely impact the price of our Class A Shares. If the prevailing
economic, market and business conditions remain uncertain or worsen, we could experience continuing or increased
adverse effects on our business, financial condition or results of operations.

The financial crisis, together with widely publicized scandals involving certain financial institutions, had an
adverse impact on the hedge fund industry. The industry experienced significant losses in assets under management as
a result of these events and, while the industry experienced inflows during 2010, it may not be able to maintain these
gains or achieve pre-crisis growth rates, even if market and economic conditions continue to improve. Our business
may be adversely impacted by negative trends impacting the hedge fund industry as a whole, even if our business
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operations and infrastructure and fund performance can be positively differentiated from other hedge fund industry
participants.

Difficult global market, economic or geopolitical conditions may materially adversely affect our business and cause
significant volatility in equity and debt prices, interest rates, exchange rates, commodity prices and credit spreads.
These factors can materially adversely affect our business in many ways, including by reducing the value or
performance of the investments made by our funds and by reducing the ability of our funds to raise or deploy capital,
each of which could materially reduce our revenues and cash flows and materially adversely affect our financial
condition.

The success and growth of our business are highly dependent upon conditions in the global financial markets
and economic and geopolitical conditions throughout the world that are outside of our control and difficult to
predict. Factors such as equity prices, equity market volatility, asset or market correlations, interest rates, counterparty
risks, availability of credit, inflation rates, economic uncertainty, changes in laws or regulation (including laws relating
to the financial markets generally or the taxation or regulation of the hedge fund industry), trade barriers, commodity
prices, currency exchange rates and controls, and national and international political circumstances (including
governmental instability, wars, tetrorist acts or security operations) can have a material impact on the value of our
funds’ portfolio investments or our general ability to conduct business. Difficult market, economic and geopolitical
conditions can negatively impact those valuations and our business overall, which in turn would reduce or even
eliminate our revenues and profitability.

Unpredictable or unstable market, economic or geopolitical conditions have resulted and may in the future
result in reduced opportunities to find suitable risk-adjusted investments to deploy capital and make it more difficult
to exit and realize value from our existing investments, which could materially adversely affect our ability to raise new
funds and increase our assets under management. In addition, during such periods, financing and merger and
acquisition activity may be greatly reduced, making it harder and more competitive for asset managers to find suitable
investment opportunities and to obtain funding for such opportunities. If we fail to react appropriately to difficult
market, economic and geopolitical conditions, our funds could incur material losses.

An investment in our Class A Shares is not an alternative to an investment in any of our funds, and the returns of our
Junds should not be considered as indicative of any returns expected on our Class A Shares, although poor investment

performance of or lack of capital flows into the funds we manage could have a materially adverse impact on our
revenues and, therefore, the returns on our Class A Shares.

The returns on our Class A Shares are not directly linked to the performance of the funds we manage or the
manager of those funds. Even if our funds experience positive performance and our assets under management
increase, holders of our Class A Shares may not experience a corresponding positive return on their Class A Shares.

However, poor performance of the funds we manage will cause a decline in our revenues from such funds, and
will therefore have a negative effect on our performance and the returns on our Class A Shares. Our funds seek to
generate consistent, positive, risk-adjusted returns across market cycles, with low volatility and low correlation to the
equity markets. If we fail to meet the expectations of our fund investors or otherwise experience poor investment
performance, whether due to difficult economic and financial conditions or otherwise, our ability to retain existing
assets under management and attract new investors and capital flows could be materially adversely affected. In turn,
the management fees and incentive income that we would earn would be reduced and our results would suffer, thus
negatively impacting the price of our Class A Shares. Furthermore, even if the investment performance of our funds is
positive, our business, results of operations and the price of our Class A Shares could be materially adversely affected if
we are unable to attract and retain additional assets under management consistent with our past experience, industry
trends or investor and market expectations. The competition for third-party capital is extremely intense and involves
increased regulatory scrutiny and disclosures to existing and potential fund investors. If, for any reason, we are unable
to attract new capital flows into our funds in amounts that are perceived as sufficient or consistent with our history
and industry trends, our revenues will not grow and could decrease and our competitive position could be materially
adversely impaired, which could result in a decrease in the price of our Class A Shares.
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Investors in our funds have the right to redeem their investments in our funds on a regular basis and could redeem a
significant amount of assets under management during any given quarterly period, which would result in significantly
decreased revenues.

Subject to any specific redemption provisions applicable to a fund, investors may generally redeem their
investments in our funds on an annual or quarterly basis following the expiration of a specified period of time
(typically between one and three years), although certain investors generally may redeem capital during such specified
period upon the payment of a redemption fee and upon giving proper notice. In a declining market, the pace of
redemptions and consequent reduction in our assets under management potentially could accelerate. Furthermore,
investors in our funds may also invest in funds managed by other alternative asset managers that have restricted or
suspended redemptions or may in the future do so. Such investors may redeem capital from our funds, even if our
performance is superior to such other alternative asset managers’ performance if they are restricted or prevented from
redeeming capital from those other managers.

The decrease in revenues that would result from significant redemptions in our funds could have a material
adverse effect on our results of operations, cash flows and business. In 2009, due to factors related to the financial
crisis, investors redeemed approximately $9.9 billion from our funds. If economic and market conditions remain
uncertain or worsen, we may once again experience significant redemptions.

Our business and financial condition may be materially adversely impacted by the highly variable nature of our
revenues, results of operations and cash flows. In a typical year, a substantial portion of our incentive income and all
of our annual discretionary bonus expense is determined and recorded in the fourth quarter each year, which means
that our interim results are not expected to be indicative of onr results for a full year, causing increased volatility in
the price of our Class A Shares.

Our revenues are influenced by the combination of the amount of assets under management and the
investment performance of our funds. Asset flows, whether inflows or outflows, can be highly variable from
month-to-month and quarter-to-quarter. Furthermore, our funds’ investment performance, which affects the
amount of assets under management, can be volatile due to, among other things, general market and economic
conditions. Accordingly, our revenues, results of operations and cash flows are all highly variable. This variability is
exacerbated during the fourth quarter of each fiscal year, primarily due to the fact that a substantial porcion of our
revenues historically has been and we expect will continue to be derived from incentive income from our funds.
Such incentive income is contingent on the investment performance of the funds’ as of the relevant measurement
period, which generally is as of the end of each calendar year; however, as of December 31, 2010 with respect to
13% of assets under management, the measurement period can be three years or longer depending on how the
assets are invested. A portion of these assets under management earn incentive income at the end of a three-year
measurement period, which may occur on dates other than December 31. Moreover, in a typical year, we
determine the amount of our annual discretionary cash bonus during the fourth quarter as we determine our
incentive income for that year. Because this bonus is variable and discretionary, it can exacerbate the volatility of
our results. We may also experience fluctuations in our results from quarter to quarter due to a number of other
factors, including changes in management fees resulting from changes in the values of our funds’ investments,
other changes in the amount of assets under management, changes in our operating expenses, unexpected business
developments and initiatives and, as discussed above, general economic and market conditions. Such variability
and unpredictability may lead to volatility or declines in the price of our Class A Shares and cause our results for a
particular period not to be indicative of our performance in a future period or particularly meaningful as a basis of
comparison against results for a prior period.

The amount of incentive income that may be generated by our funds is uncertain until it is actually crystallized. We
generally do not record incentive income in our interim financial statements other than incentive income earned (i) as a
result of investor redemptions during the interim period, (ii) at the end of the three-year investment period for assets under
management subject to a three-year measurement petiod, (iii) upon realization or sale of certain other assets subject to
longer-term measurement periods, or (iv) from tax distributions relating to assets with longer term measurement periods.
Furthermore, all of our assets under management that have longer-term measurement periods are subject to hurdle rates
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which, if not exceeded, could reduce the amount of incentive income that we earn. As a result of these and other factors, our
interim results may not be indicative of historical performance or any results that may be expected for a full year.

In addition, as of January 1, 2010, all of our hedge funds have “perpetual high-water marks.” This means that if
a fund investor experiences losses in a given year, we will not be able to earn incentive income with respect to such
investor’s investment unless and until our investment performance surpasses the perpetual high-water mark. The
incentive income we earn is therefore dependent on the net asset value of each fund investor’s investment in the fund.
In addition, incentive income distributions from our real estate and certain other funds is subject to clawback
obligations generally measured as of the end of the life of a fund, which means that we are required to repay amounts
to a fund to the extent we have received excess incentive income distributions during the life of the fund relative to the
aggregate performance of the fund. We cannot predict when realization events will occur or whether, upon
occurrence, these investments will be profitable.

As a result of quarterly fluctuations in, and the related unpredictability of, our revenues and profits, the price of
our Class A Shares can be significantly volatile.

Competitive pressures in the asset management business could materially adversely affect our business and results of
operations.

The asset management business remains intensely competitive, with competition based on a variety of factors,
including investment performance, the quality of service and level of desired information provided to fund investors,
brand recognition and business reputation. We compete for fund investors, highly qualified talent, including
investment professionals, and for investment opportunities with a number of hedge funds, private equity firms,
specialized funds, traditional asset managers, commercial banks, investment banks and other financial institutions. A
number of factors create competitive risks for us:

* We compete in an international arena and, to remain competitive, we may need to further expand our
business into new geographic regions or new business areas where our competitors may have a more
established presence or greater experience and expertise;

* A number of our competitors have greater financial, technical, marketing and other resources and more
personnel than we do;

* Several of our competitors have raised and continue to raise significant amounts of capital, and many of them
have or may pursue investment objectives that are similar to ours, which would create additional competition
for investment opportunities and may reduce the size and duration of pricing inefficiencies that many
alternative investment strategies seek to exploit;

* Some of our competitors may also have access to funding or other liquidity sources that are not available to
us, which may create competitive disadvantages for us with respect to investment opportunities;

* Some of our competitors may have higher risk tolerances or different risk assessments which could allow
them to consider a wider variety of investments and to bid more aggressively than us for investments that we
may want to make; and

s Other industry participants will from time to time seek to recruit our partners, investment professionals and
other professional talent away from us.

We may lose investors in the future if we do not match or provide more attractive investment fees, structures
and terms than those offered by competitors. However, we may experience decreased revenues if we match or provide
more attractive investment fees, structures and terms offered by competitors. In addition, changes in the global capital
markets could diminish the attractiveness of our funds relative to investments in other investment products. This
competitive pressure could materially adversely affect our ability to make successful investments and limit our ability
to raise future successful funds, either of which would materially adversely impact our business, revenues, results of
operations and cash flows.
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If our investment performance, including the level and consistency of returns or other performance criteria,
does not meet the expectations of our fund investors, it will be difficult for our funds to retain or raise capiral and for
us to grow our business. Additionally, even if our fund performance is strong it is possible that we will not be able to
attract additional capital. In addition, the allocation of increasing amounts of capital to alternative investment
strategies over the long term by institutional and individual investors may lead to a reduction in profitable investment
opportunities, including by driving prices for investments higher and increasing the difficulty of achieving consistent,
positive returns. Competition for investors is based on a variety of factors, including:

* Investment performance;

* Investor liquidity and willingness to invest;

* Investor perception of investment managers’ ability, drive, focus and alignment of interest with them;
* Investor perception of robustness of business infrastructure and financial controls;

* Transparency with regard to portfolio composition;

* Investment and risk management processes;

* Quality of service provided to and duration of relationship with investors;

* Business reputation, including the reputation of a firm’s investment professionals; and

* Level of fees and incentive income charged for services.

If we are not able to successfully compete based on these and other factors, our assets under management,
earnings and revenues may be significantly reduced and our business may be materially adversely affected.
Furthermore, if we are forced to compete with other alternative asset managers on the basis of fees, we may not be
able to maintain our current management fee and incentive income structures, which drive our revenues and earnings.
We have historically competed for fund investots primarily on the investment performance of our funds and our
reputation, and not on the level of our fees or incentive income relative to those of our competitors. However, as the
alternative asset management sector matures and addresses current market and competitive conditions, there is a risk
that management fee and incentive income rates will decline, without regard to the historical performance of a
manager. Management fee or incentive income rate reductions on existing or future funds, particularly without
corresponding increases in assets under management or decreases in our cost structure, could materially adversely
affect our revenues and profitability.

Even if we are able to successfully compete based on the factors noted above, it is possible we could lose assets
under management to our competitors. During the financial crisis, for example, many investors in our funds were also
investors in funds managed by other alternative asset managers that restricted or suspended redemptions for a period
of time. During that period of time, investors redeemed assets from our funds due, we believe, to their inability to
obtain liquidity from other sources. It is possible that similar circumstances could cause us to experience unusually
high redemptions or a decrease in inflows, even if our investment performance and other business attributes are
otherwise competitive or superior.
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Our term loan may restrict our current and future operations, particularly our ability to respond to certain changes or
to take future actions.

We entered into a credit agreement for a term loan that was used to purchase interests in our real estate business
and to make distributions to our partners prior to the Offerings. The term loan, which matures in July 2012 and is
evidenced by a credit agreement for OZ Management, OZ Advisors [, OZ Adyvisors II and certain of their subsidiaries
(collectively, the “Och-Ziff Operating Group Credit Parties”), contains a number of restrictive covenants which
collectively impose significant operating and financial restrictions on the Och-Ziff Operating Group Credit Parties,
including restrictions that may limit their ability to engage in acts that may be in our long-term best interests. The
restrictions in the credit agreement include, among other things, limitations on the ability of the Och-Ziff Operating
Group Credit Parties to:

* Incur additional indebtedness or issue certain equity interests;

* Create liens;

* Pay dividends or make other restricted payments;

* Merge, consolidate, or sell or otherwise dispose of all or any part of their assets;
* Engage in certain transactions with shareholders or affiliates;

* Engage in substantially different lines of business; and

* Amend their organizational documents in a manner materially adverse to the lenders.

The credit agreement also identifies 2 number of events tha, if they occurred, would constitute an event of
default under the agreement.

A failure by any of the Och-Ziff Operating Group Credit Parties to comply with the covenants or amortization
requirements—or upon the occurrence of other defaults or events of default—specified in the credit agreement could
result in an event of default under the agreement, which would give the lenders under the agreement the right to
declare all loans outstanding, together with accrued and unpaid interest and fees, to be immediately due and payable.
In addition, the lenders would have the right to proceed against the collateral the Och-Ziff Operating Group Credit
Parties granted to them, which consists of substantially all the assets of the Och-Ziff Operating Group Credit Parties.
If the debt under the credit agreement were to be accelerated, the Och-Ziff Operating Group Credit Parties may not
have sufficient cash on hand or be able to sell sufficient collateral to repay this debt, which would have an immediate
material adverse affect on our business, results of operations and financial condition. For more detail about risks
relating to any refinancing, repurchasing or repayment of our term loan, see “—An increase in our borrowing costs
may materially adversely affect our earnings and liquidity.” For more detail regarding the credit agreement, its terms
and the current status of compliance with the agreement by the Och-Ziff Operating Group Credit Parties, please see
“Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources” and “—Debt Obligations.”

Our business and financial condition may be materially adversely impacted by the loss of any of our key partners,
particularly Daniel S. Och, Joel M. Frank, David Windreich, Michael L. Cohen, Zoltan Varga or Harold A. Kelly.

The success of our business depends on the efforts, judgment and personal reputations of our key partners,
particularly our founder, Daniel S. Och, and other members of our senior management team, including Joel M.
Frank, David Windreich, Michael L. Cohen, Zoltan Varga and Harold A. Kelly. Our key partners’ reputations,
expertise in investing and risk management, relationships with investors in our funds and third parties on which our
funds depend for investment opportunities and financing are each critical elements in operating and expanding our
business. The loss of any of these individuals could harm our business and jeopardize our relationships with our fund
investors and members of the business community. We believe our performance is highly correlated to the
performance of these individuals. Accordingly, the retention of our key partners is crucial to our success, but none of
them is obligated to remain actively involved with us. In addition, if any of our key partners were to join or form a
competitor, some of our fund investors could choose to invest with that competitor rather than in our funds. The loss
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of the services of any of our key partners could have a material adverse effect on us, including the performance of our
funds, our ability to retain and attract investors and highly qualified employees and our ability to raise new funds. We
do not carry any “key man” insurance that would provide us with proceeds in the event of the death or disability of
any of our key partners.

In addition, investors in most of our funds have one-time special redemption rights that are triggered upon the
loss of services of Mr. Och. See “—Most of our funds have special withdrawal provisions pursuant to which the
failure of Daniel S. Och to be actively involved in the business provides investors with the right to redeem from such
funds. The loss of the services of Mr. Och would have a material adverse effect on each of such funds and on us” for
additional information. Further, investors in certain of our funds having an initial three-year measurement period
have a special conversion right, which could provide for earlier redemption rights, in the event that two of three
certain key partners, currently David Windreich, Michael L. Cohen or Harold A. Kelly, cease to provide services to
such funds. Accordingly, the loss of such key partners could also result in significant or earlier redemptions from our
funds, which could have a material adverse impact on our revenues, results of operations and cash flows.

Our ability to retain and attract partners, managing directors and investment professionals is critical to the success
and growth of our business.

Our investment performance and ability to successfully manage and expand our business, including into new
geographic areas, is largely dependent on the talents and efforts of highly skilled individuals, including our partners,
managing directors and investment professionals. Accordingly, our future success and growth depend on our ability to
retain and motivate our partners and other key personnel and to strategically recruit, retain and motivate new talent.
We may not be successful in our efforts to recruit, retain and motivate the required personnel as the global market for
qualified investment professionals is extremely competitive, particularly in cases where we are competing for qualified
personnel in geographic or business areas where our competitors have a significantly greater presence or more
extensive experience. We compete intensely with businesses both within and outside the alternative asset management
industry for highly talented and qualified personnel. Accordingly, in order to retain and attract talent, our total
compensation and benefits expense could increase at a level that may materially adversely affect our profitability and
reduce our cash available for distribution to our partners and Class A Shareholders. In addition, any issuances of
equity interests in our business to current or future partners or employees would dilute Class A Shareholders.

In any year where our funds experience losses and we do not earn incentive income, bonuses for that year (and
in subsequent years until such losses are recouped) may be significantly reduced. Reduced bonuses, particularly during
subsequent years, could have a material adverse impact on our ability to motivate and retain our investment
professionals and other employees.

Furthermore, our partners and investment professionals possess substantial experience and expertise in
investing, are responsible for locating and executing our funds’ investments, have significant relationships with the
institutions that are the source of many of our funds’ investment opportunities, and in certain cases have strong
relationships with our fund investors. Therefore, if our partners or investment professionals join competitors or form
competing businesses, we could experience a loss of investment opportunities and existing fund investor relationships,
which if significant, would have a material adverse effect on our results of operations.

The Och-Ziff Operating Group entities’ limited partnership agreements provide that the ownership interests in our
business that are held by our partners are subject to vesting and forfeiture conditions. In addition, the RSUs that have been
awarded to our managing directors, certain partners and certain other employees are also subject to certain vesting and
forfeiture requirements. Further, all of our partners and managing directors are subject to certain restrictions with respect to
competing with us, soliciting our employees and fund investors and disclosing confidential information about our business.
These restrictions, however, may not be enforceable in all cases and can be waived by us at any time. There is no guarantee
that these requirements and agreements, or the forfeiture provisions of the Och-Ziff Operating Group entities’ limited
partnership agreements (which are relevant to our partners) or the agreements we have with our managing directors will
prevent any of these professionals from leaving us, joining our competitors or otherwise competing with us. Any of these
events could have a material adverse affect on our business.
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Most of our funds have special withdrawal provisions pursuant to which the failure of Daniel S. Och to be actively
involved in the business provides investors with the right to redeem from such funds. The loss of the services of Mr. Och
would have a material adverse effect on each of such funds and on us.

Investors in most of our funds are generally given a one-time special redemption right (not subject to
redemption fees) if Daniel S. Och dies or ceases to perform his duties with respect to the fund for 90 consecutive days
or otherwise ceases to be involved in the activities of the Och-Ziff Operating Group. The death or inability of
M. Och to perform his duties with respect to any of our funds for 90 consecutive days, or termination of Mr. Och’s
involvement in the activities of the Och-Ziff Operating Group for any reason, could result in substantial redemption
requests from investors in certain of our funds. Any such event would have a direct material adverse effect on our
revenues and earnings, and would likely harm our ability to maintain or grow assets under management in existing
funds or raise additional funds in the future. Such withdrawals could lead to a liquidation of certain funds and a
corresponding elimination of our management fees and potential to earn incentive income. The loss of Mr. Och
could, therefore, ultimately result in a loss of substantially all of our revenues and earnings.

We have experienced and may again experience periods of rapid growth and significant declines in assets under
management, which place significant demands on our legal, compliance, accounting, risk management, administrative
and operational resources. |

Our assets under management grew from approximately $5.9 billion as of December 31, 2001 to $33.4 billion
as of December 31, 2007. As of December 31, 2008, our assets under management had declined to $27.0 billion, due
to investment losses and redemptions experienced by our funds during the financial crisis that began in the second
half of 2008. Assets under management further declined to $23.1 billion as of December 31, 2009, primarily due to
fund investor redemptions in the first half of 2009. As of December 31, 2010, our assets under management were
approximately $27.9 billion.

Rapid changes in our assets under management impose substantial demands on our legal, compliance, accounting,
risk management, administrative and operational infrastructures. The complexity of these demands, and the time and
expense required to address them, is a function not simply of the amount by which our assets under management have
changed, but also of significant differences in the investing strategies employed within our funds and the time periods
during which these changes occur. Furthermore, our future growth will depend on, among other things, our ability to
maintain highly reliable operating platforms, management systems and financial reporting and compliance
infrastructures that are also sufficiently flexible to promptly and appropriately address our business needs, applicable legal
and regulatory requirements and relevant market and other operating conditions, all of which can change rapidly.
Addressing these matters may require us to incur significant additional expenses and to commit additional senior
management and operational resources, even if we are experiencing declines in assets under management.

There can be no assurance that we will be able to manage our operations effectively without incurring
substantial additional expense or that we will be able to grow our business and assets under management, and any
failure to do so could materially adversely affect our ability to generate revenues and control our expenses.

We are highly dependent on information systems and other technology, including those used or maintained by third
parties with which we do business. Any failure in any such systems or infrastructure could materially impair our
business and result in significant losses.

Our business is highly dependent on information systems and technology. We rely heavily on our financial,
accounting, trading, risk management and other data processing and information systems to, among other things,
execute, confirm, settle and record a very large number of transactions, which can be highly complex and involve
multiple parties across multiple financial markets and geographies, and to facilitate financial reporting and legal and
regulatory compliance all in an extremely time-sensitive, efficient and accurate manner. We must continually update
these systems to properly support our operations and growth, which creates risks associated with implementing new
systems and integrating them into existing ones. We also use and rely upon third-party information systems and
technology to perform certain business functions. Such third-party technology may be integrated with our own.
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Therefore we face additional significant risks that would arise from the failure, disruption, termination or constraints
in the information systems and technology of such third parties, including financial intermediaries such as exchanges
and other service providers whose information systems and technology we use. If any of these information systems or
technology infrastructures fail, are disrupted or otherwise do not operate properly or as intended, particularly those

that directly affect our New York headquarters, we could suffer a disruption or cessation in our business operations,

an interception of confidential or proprietary information, liability to our funds, regulatory intervention, legal action
or reputational damage, any or all of which could materially impair our business or result in significant financial loss.

We have taken important precautions to limit the impact of failures or disruptions in the information systems
and technology infrastructures that we use as well as the impact of physical disruptions to our New York headquarters
and London office. These precautions, including our disaster recovery programs, may not be sufficient to adequately
mitigate the harm that may result from such a disaster or disruption. In addition, insurance and other safeguards
might only partially reimburse us for any losses, if at all.

We are subject to third-party litigation that could result in significant legal and other liabilities and reputational
harm which could materially adversely affect our results of operations, financial condition and liquidity.

We face significant risks in our business that subject us to third-party litigation and legal liability. In general, we
will be exposed to litigation risk in connection with any allegations of misconduct, negligence, dishonesty or bad faith
arising from our management of any fund. We may also be subject to litigation arising from investor dissatisfaction with
the performance of our funds, including certain losses due to the failure of a particular investment strategy or improper
trading activity, if we violate restrictions in our funds’ organizational documents or from allegations that we improperly
exercised control or influence over companies in which our funds have large investments. In addition, we are exposed to
risks of litigation relating to claims that we have not properly addressed conflicts of interest. Any litigation arising in such
circumstances is likely to be protracted, expensive and surrounded by circumstances that could be materially damaging to
our reputation and our business. Moreover, in such cases, we would be obligated to bear legal, settlement and other costs,
which may be in excess of any available insurance coverage. In addition, although we are indemnified by our funds, our
rights to indemnification may be challenged. If we are required to incur all or a portion of the costs arising out of any
litigation or investigation as a result of inadequate insurance proceeds, if any, or fail to obtain indemnification from our
funds, our results of operations, financial condition and liquidity could be materially adversely affected.

It is possible that we would be made a party to any lawsuit involving any of the fund-related litigation described
above. As with the funds, while we maintain insurance, there can be no assurance that our insurance will prove to be
adequate. If we are required to incur all or a portion of the costs arising out of litigation, our results of operations
could be materially adversely affected. Furthermore, any such litigation could be protracted, expensive and highly
damaging to our reputation, which could result in a significant decline in our assets under management and revenues,
even if the underlying claims are without merit. In addition, we may participate in transactions that involve litigation
(including the enforcement of property rights) from time to time, and such transactions may expose us to reputational
risk and increased risk from countersuits.

Extensive regulation of our business affects our activities and creates the potential for significant liabilities and
penalties. Our reputation, business and operations could be materially affected by regulatory issues.

Our business is subject to extensive and complex regulation, including periodic examinations and potential
regulatory investigations, by governmental and self-regulatory organizations in the jurisdictions in which we operate
and trade around the world. As an investment adviser registered under the Advisers Act and a company subject to the
registration and reporting provisions of the Exchange Act, we are subject to regulation and oversight by the SEC. As a
company with a class of securities listed on the New York Stock Exchange (“NYSE”), we are subject to the rules and
regulations of the NYSE. As a commodity pool operator (“CPO”) and commodity trading advisor (“CTA”),
registered in each case with the National Futures Association, we are subject to regulation and oversight by the United
States Commodities Futures Trading Commission (‘CFTC”). In addition, we are subject to regulation by the
Department of Labor under ERISA. In the United Kingdom, we are subject to regulation by the U.K. Financial
Services Authority. Our Asian operations, and our investment activities around the globe, are subject to a variety of
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other regulatory regimes that vary country by country, including the Securities and Futures Commission in Hong
Kong and the Securities and Exchange Board of India.

The regulatory bodies with jurisdiction over us have the authority to grant, and in specific circumstances to
cancel, permissions to carry on our business and to conduct investigations and administrative proceedings. Such
investigations can result in fines, suspensions of personnel or other sanctions, including censure, the issuance of
cease-and-desist orders or the suspension or expulsion of an investment adviser from registration or memberships. For
example, a failure to comply with the obligations imposed by the Advisers Act, including recordkeeping, advertising
and operating requirements, disclosure obligations and prohibitions on fraudulent activities, or a failure to maintain
our funds’ exemption from compliance with the 1940 Act could result in investigations, sanctions and reputational
damage. Our funds are involved regularly in trading activities that implicate a broad number of U.S. and foreign
securities law regimes, including laws governing trading on inside information, market manipulation and a broad
number of technical trading requirements that implicate fundamental market regulation policies. Even if an
investigation or proceeding did not result in a sanction or the sanction imposed against us or our personnel by a
regulator were small in monetary amount, the adverse publicity relating to the investigation, proceeding or imposition
of these sanctions could harm our reputation and cause us to lose existing investors or fail to gain new investors.
Furthermore, the legal, technology and other costs associated with regulatory investigations could increase to such a
level that they could have a material impact on our results.

In addition, we regularly rely on exemptions from various requirements of the Securities Act, the Exchange Act,
the Commodity Exchange Act and ERISA in conducting our asset management activities. These exemptions are
sometimes highly complex and may in certain circumstances depend on compliance by third parties whom we do not
control. If for any reason these exemptions were to become unavailable to us, we could become subject to regulatory
action or third-party claims and our business could be materially adversely affected. Certain of the requirements
imposed under the 1940 Act, ERISA and by non-U.S. regulatory authorities are designed primarily to ensure the
integrity of the financial markets and to protect investors in our funds and are not designed to protect holders of our
Class A Shares. At any time, the regulations applicable to us may be amended or expanded by the relevant regulatory
authorities. If we are unable to correctly interpret and timely comply with any amended or expanded regulatory
requirements, our business could be adversely impacted in a material way.

Increased regulatory focus could result in additional burdens on our business.

The financial industry is becoming more highly regulated. Legislation has been introduced recently by both
U.S. and foreign governments relating to financial institutions and markets, including alternative asset management
funds that would result in increased oversight and taxation. There has been, and may continue to be, a related increase
in regulatory investigations of the trading and other investment activities of alternative investment funds, including
our funds. Such investigations may impose additional expenses on us, may require the attention of senior
management and may result in fines if any of our funds are deemed to have violated any regulations.

On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”)
was signed into law. The Dodd-Frank Act imposes significant new regulations on the U.S. financial services industry,
including aspects of our business and the markets in which we operate. The Dodd-Frank Act imposes a wide array of
regulations covering, among other things: (i) oversight and regulation of systemic market risk (including the power to
liquidate certain financial institutions); (ii) authorizes the Federal Reserve to regulate certain non-bank financial
institutions; generally prohibits insured depositary institutions and their affiliates from conducting proprietary trading
and investing in private equity funds and hedge funds; (iii) imposes new registration, recordkeeping and reporting on
private fund investment advisers; (iv) imposes minimum equity retention requirements for issues of asset-backed
securities; (v) establishes a new bureau of consumer financial protection; and (vi) establishes new requirements and
higher liability standards on credit rating agencies.

Title VII of the Dodd-Frank Act (the “Derivatives Title”) imposes for the first time a comprehensive regulatory
regime on over-the-counter (“OTC”) derivatives and the operations of the markets for, and the activities of the dealers
in and users of, OTC derivatives. The Derivatives Title, among other things: (i) requires a substantial majority of
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OTC derivatives, including “swaps” (such as rate, credit, equity and commodity swaps) and “security-based swaps”
(swaps and security-based swaps, collectively, “Swaps”), to be traded on a regulated exchange and cleared through a
regulated clearing entity, potentially increasing significantly the collateral costs associated with such activities; (ii) creates
several new classes of CFTC and SEC registrants, including “swap dealers,” “security-based swap dealers,” “major swap
participants” and “major security-based swap participants,” that will be subject to comprehensive regulation, including
minimum net capital, margin, disclosure, reporting and recordkeeping requirements, conflicts of interest policies and
procedures, new business conduct standards and other regulatory requirements; and (iii) expands the CFTC’s authority
to impose speculative position limits with respect to certain Swaps (such as Swaps based on oil, gas, precious metals and
agricultural commodities) that perform a price discovery function and aggregate position limits for instruments
(including futures and options contracts and other listed instruments that are economically equivalent to such contracts)
based on the same underlying physical commodity, including oil, gas, precious metals and agricultural commodities.

We may be directly affected by the Derivatives Title and its rules because (i) funds we manage trade in Swaps
which will be subject to the Derivatives Title and its rules, (ii) we and/or funds we manage may become subject to
increased regulation as major swap participants and/or major security-based swap participants, (iii) we and/or funds
we manage may be subject to position limits with respect to certain types of Swaps and aggregate position limits for
exchange-listed instruments based on the same underlying physical commodity, and (iv) we and/or funds we manage
may become subject to additional rules promulgated by the SEC and the CFTC under the Derivatives Title. We may
be indirectly affected by the Derivatives Title and its rules due to changes in the marketplace for Swaps resulting
therefrom, some such indirect effects could be positive, such as increased transparency and better pricing in the Swaps
markets and other indirect effects could be negative, such as fewer Swaps dealers and decreased liquidity.

In addition, the CFTC has proposed rules that would eliminate certain exemptions from CPO and CTA
registration on which the operators of and advisers to certain of our funds rely. The repeal of these exemptions and
the adoption of proposed rules that would enhance reporting and compliance obligations of CPOs and CTAs could
result in increased administrative costs and impose additional regulatory, reporting and compliance burdens on the
activities of these operators and advisors.

Many provisions of the Derivatives Title become effective on the later of July 16, 2011 and, to the extent a
provision requires a rulemaking, not less than 60 days after publication of the final rule. Many key concepts, processes
and issues under the Derivatives Title have been left to the relevant regulators, primarily the CFTC and the SEC, to
define and address. Although the rulemaking generally is required to be completed by July 16, 2011, most of the rules
so far proposed by the CFTC and SEC have yet to be finalized. Thus, it is likely to be a number of months before
there is clarity on key aspects of the Derivatives Title, including those summarized above, potentially affecting our
funds and our business. At this time we cannot predict what impact the Derivatives Title will have on us, the funds
we manage, our counterparties, the financial services industry or the markets, although it will likely have a meaningful
impact on the financial services industry and the markets.

The Dodd-Frank Act provides that non-bank financial companies (including alternative asset management
firms and hedge funds) may be evaluated for designation as systemically significant financial institutions subjected to
enhanced supervisory standards relating to, for example, risk-based capital, leverage, risk management, credit exposure
and concentration limits, and gives the FDIC authority to act as receiver of bank holding companies, financial
companies and their subsidiaries in specific situations under the Orderly Liquidation Authority. If we or any of our
funds were to be designated as a systemically significant financial institution we would be subject to increased costs of
doing business by virtue of fees and assessments associated with such designation as well as by virtue of increased
regulatory compliance costs, all of which would be likely to adversely affect our competitive position.

The Dodd-Frank Act also requires increased disclosure of executive compensation and provides shareholders
with the right to vote on executive compensation. In addition, the Dodd-Frank Act empowers federal regulators to
prescribe regulations or guidelines to prohibit any incentive-based payment arrangements that the regulators
determine encourage covered financial institutions to take inappropriate risks by providing officers, employees,
directors or principal shareholders with excessive compensation or that could lead to a material financial loss by such
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financial institutions. Unuil all of the relevant regulations and guidelines have been established, we cannot predict
what effect, if any, these developments may have on our business or the markets in which we operate.

In addition, the Dodd-Frank Act empowered the SEC, which had recently adopted amendments to the
Advisers Act rules increasing the compliance obligations of registered advisers with custody of client funds, to
promulgate rules requiring registered investment advisets to take such steps to safeguard client assets over which the
adviser has custody as the SEC may prescribe.

Furthermore, the Dodd-Frank Act required the SEC and the CFTC to implement more expansive regulations
concerning whistleblowers. Each of the SEC and the CFTC proposed rules in late 2010 in response to this
requirement, which establishes a reward program for persons who bring information to the SEC or the CFTC leading
to a sanction of $1 million or more against a public company for a violation of the securities laws or the Commodity
Exchange Act, respectively. The SEC and the CETC have yet to adopt final rules. While we cannot predict the effect
of the rules, they may result in increased regulatory inquiries or investigations by the SEC or the CFTC. Such
inquiries or investigations could impose significant additional expense on us, require the attention of senjor
management and result in negative publicity and harm to our reputation.

These and many other key aspects of the changes imposed by the Dodd-Frank Act will be established by various
regulatory bodies and other groups over the next several years and the Dodd-Frank Act mandates multiple agency
reports and studies (which could result in additional legislative or regulatory action). As a result of the regulatory and
other action yet to be taken, including with respect to the definition of certain key terms in the Dodd-Frank Act, we
do not know what the final regulations under the Dodd-Frank Act will require and it is difficult to predict how
significantly the Dodd-Frank Act will affect us. The Dodd-Frank Act will likely increase our administrative costs and
could impose additional restrictions on our business.

In May 2010, the U.S. House of Representatives passed H.R. 4213, the American Jobs and Closing Tax
Loopholes Act of 2010. Similar versions of the legislation were considered by the U.S. Senate. That proposed
legislation contains a provision that, if enacted, would have the effect of treating some or all of the income recognized
from “carried interests” as ordinary income. The proposed legislation, if enacted in the form passed by the U.S. House
of Representatives or the versions considered by the U.S. Senate, would explicitly treat such income as non-qualifying
income under the publicly traded partnership rules, thereby precluding us from qualifying for treatment as a
partnership for U.S. federal income tax purposes, after a 10-year transition period. In addition, the proposed
legislation could, upon its enactment, prevent us from completing certain types of internal reorganization transactions
on a tax-free basis and acquiring other asset management companies on a tax-free basis. Further, holders of Class A
Shares could be subject to tax on our conversion into a corporation after the transition period. The proposed
legislation may also increase the portion of any gain realized from the sale or other disposition of a Class A Share that
is treated as ordinary income rather than capital gain.

The final adoption by the Parliament and Council of the European Union (the “EU”) of the European
Directive on Alternative Investment Fund Managers (the “AIFMD”) is expected to take place in early 2011, and the
Member States of the EU will be required to implement the AIFMD by early 2013. The AIFMD will impose
significant new regulatory requirements on alternative investment fund managers (“AIFMs”) operating within the EU,
including with respect to required regulatory authorizations, conduct of business, regulatory capital, valuations,
disclosures and marketing. Upon implementation, AIFMs who are organized in the EU (“EU AIFMs”) or non-EU
ATFMs who manage alternative investment funds (“AlIFs”) organized in the EU (“EU AIFs”) will become subject to
significant restrictions, including the requirement that the AIFMs comply with the requirements of the AIFMD, with
respect to, among other things: risk management—in particular, liquidity risks; the management and disclosure of
conflicts of interest; the fair valuation of assets; the appointment of a depository in respect of each AIF’s assets
(although this requirement only applies where the AIF is an EU AIF); the remuneration policies of the AIFM; and the
jurisdiction of organization of non-EU AIFMs and/or non-EU AIFs marketed in the EU satisfying certain conditions
with regard to regulatory standards, cooperation and transparency.
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Subject to future indication to the contrary by the relevant authorities, it seems likely that, where the principal
investment adviser to an AlF is organized outside the EU, and that non-EU investment adviser appoints a sub-adviser
that is organized in the EU to manage some of the AIF’s assets—Dbut retains the management of a significant
proportion of the AIF’s assets itself, both the non-EU investment adviser and the EU sub-adviser will (at least until
2018) be subject only to the marketing requirements in the AIFMD (and not the full requirements described above),
on the basis that only the non-EU AIFM, not the EU sub-adviser, is the AIFM for the purposes of the AIFMD.
Consequently, such persons should (at least until 2018) be able to continue to market AIFs in the EU on the basis of
existing national private placement exemptions provided that certain conditions are satisfied. The conditions are that
the AIFM complies with certain additional transparency requirements requiring disclosures to investors in the AIF
and to EU regulators; and that the jurisdictions in which the non-EU AIFM and the relevant AIF are organized satisfy
certain conditions with regard to regulatory standards, cooperation and transparency. From 2018 onwards, it is
possible that national private placement regimes will be phased out, in which case such persons would, thereafter,
need to comply with the AIFMD in full in order to be able to continue to market their AIFs within the EU. Such
rules could, if they start to apply in full to our business (either in 2013 (if the position regarding EU sub-advisers is
clarified contrary to our current interpretation) or at some point after the beginning of 2018), potentially impose
significant additional costs on the operation of our business in the EU and could limit our operating flexibility and
our ability to raise funds within the EU.

Due to regulatory or legislative action taken by regulators around the world as a result of the financial crisis,
taking short positions on certain securities has been restricted. The levels of restriction vary across different
jurisdictions and are subject to change over time, including in the short term. These restrictions vary from outright
prohibition, disclosure to local regulators and disclosure to the public markets. Such restrictions have made it difficult
and in some cases impossible for numerous market participants either to continue to implement their investment
strategies or to control the risk of their open positions.

The uncertainty within the global financial services business, including the alternative asset management
business, concerning the regulations yet to be finalized under the Dodd-Frank Act, provisions included in the
proposed American Jobs and Closing Tax Loopholes Act of 2010, the AIFMD and other outstanding legislation may
continue to adversely impact aspects of the global financial markets and, accordingly, our business. We may also be
adversely affected if additional legislation or regulations are enacted, or by changes in the interpretation or
enforcement of existing rules and regulations imposed by the SEC, other U.S. or foreign governmental regulatory
authorities or self-regulatory organizations that supervise the financial markets and their participants. Such changes
could place limitations on the type of investor that can invest in alternative asset funds or on the conditions under
which such investors may invest. Further, such changes may limit the scope of investing activities that may be
undertaken by alternative asset managers as well as their funds. It is impossible to determine the extent of the impact
of any new laws, regulations or initiatives that may be proposed, or whether any of the proposals will become law.
Compliance with additional new laws or regulations could be difficult and expensive and affect the manner in which
we conduct business, which could have adverse impacts on our results of operations.

If thivd-party investors in our funds exercise their right to remove us as investment manager or general partner of the
Jfunds, we would lose the assets under management in such funds which would eliminate our management fees and
incentive income derived from such funds.

The governing agreements of most of our funds provide that, subject to certain conditions, third-party investors
in those funds have the right, without cause, to vote to remove us as investment manager or general partner of the
fund by a simple majority vote, resulting in the elimination of the assets under management by those funds and the
management fees and incentive income derived from those funds. In addition to having a significant negative impact
on our revenues, results of operations and cash flows, the occurrence of such an event would likely result in significant
reputational damage to us.
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Our failure to maintain effective internal control over financial reporting in accordance with Section 404 of the
Sarbanes-Oxley Act could have a material adverse effect on the price of our Class A Shares.

The Sarbanes-Oxley Act and the related rules require our management to conduct annual assessments of the
effectiveness of our internal control over financial reporting and require a report by our independent registered public
accounting firm, as well as an independent audit of our internal control over financial reporting. To comply with
Section 404 of the Sarbanes-Oxley Act, we have documented formal policies, processes and practices related to financial
reporting. Such policies, processes and practices are important to ensure the identification of key financial reporting risks,
assessment of their potential impact and linkage of those risks to specific areas and activities within our organization.

If we fail for any reason to comply with the requirements of Section 404 in a timely manner, our independent
registered public accounting firm may not be able to opine on the effectiveness of our internal control over financial
reporting. Matters impacting our internal controls may cause us to be unable to report our financial information on a
timely basis and thereby subject us to adverse regulatory consequences, including sanctions by the SEC or violations
of applicable stock exchange listing rules. There could also be a negative reaction in the financial markets due to a loss
of investor confidence in us and the reliability of our financial statements. Any such event could materially adversely
affect the price of our Class A Shares and impair our ability to raise capital.

Our failure to deal appropriately with conflicts of interest could damage our reputation and materially adversely
affect our business.

As we have expanded the scope of our business, we increasingly confront potential conflicts of interest relating
to our funds’ investment activities. Certain of our funds have overlapping investment objectives and potential
conflicts may arise with respect to our decisions regarding how to allocate investment opportunities among or even
within those funds. For example, a decision to acquire material non-public information about a company while
pursuing an investment opportunity for a particular fund gives rise to a potential conflict of interest when it results in
our having to restrict the ability of other funds to buy or sell securities in the public markets. In addition, fund
investors and holders of our Class A Shares may perceive conflicts of interest regarding investment decisions for funds
in which our partners and employees, who have and may continue to make significant personal investments, are
personally invested.

It is possible that actual, potential or perceived conflicts could give rise to investor dissatisfaction or litigation or
regulatory enforcement actions. Appropriately dealing with conflicts of interest is complex and difficult and our
reputation could be damaged if we fail, or appear to fail, to deal appropriately with one or more potential or actual
conflicts of interest. Regulatory scrutiny of; or litigation in connection with, conflicts of interest would have a material
adverse effect on our reputation which would materially adversely affect our business in a number of ways, including
an inability to raise additional funds and a reluctance of counterparties to do business with us.

Misconduct by our partners, employees or agents could harm us by impaiving our ability to attract and retain
investors and subjecting us to significant legal liability, regulatory scrutiny and reputational harm.

There is a risk that our partners, employees, joint venture partners, consultants or agents could engage in
misconduct that materially adversely affects our business. We are subject to a number of obligations and standards
arising from our asset management business and our authority over the assets we manage as well as our status as a
public company with securities listed on the NYSE. The violation of these obligations and standards by any of our
partners, employees, joint venture partners, consultants or agents could materially adversely 